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to the Central Government, the Central Public Accounts
Committee has recently brought to light cases in which
provincial Governments have not paid interest for por-
tions of loans taken by them from the Central Govern-
ment. The loans already raised by some Provinces for
purposes of 'development5 yield no net return and are
really a drain on their general revenues. As recently
reported by the Auditor-General, the Bombay Govern-
ment has been meeting its ordinary expenditure out of
borrowed money, and its burden of debt is so heavy that
it finds itself unable to provide for the amortization of a
large portion of the post-reform borrowings and for the
amortization also of large future borrowings which are
stated to be inevitable. Sir George Schuster, in a debate
in the Legislative Assembly on 15th February 1932, stated
that the question of control of loan policy was
sone of the most important questions in the whole field of
finance. Many countries in the world, in spite of balancing
their budgets, have come to trouble owing to commitments of
capital expenditure on unwise programmes. Some machinery
would have to be devised by the Government of India to
scrutinize the schemes for capital expenditure before money is
lent to the provincial units, for the reason that if the scheme is
of such magnitude as seriously to affect the financial position
of the borrowing Province then it must be scrutinized before-
hand.'
In formulating proposals for the future, we may either
consider giving the Provinces separate statutory powers,
under certain restrictions, or vesting all borrowing powers
—both for the Centre and the Provinces—in a single
body. In India, to a certain extent, both the methods
are now in operation, and we are thus able to form a
judgement regarding their respective suitability or unsuit-
ability.

